STATE OF CALIFORNIA
PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE
SAN FRANCISCO, CA 94102-3298

September 18, 2009

Timothy J. Haines

Deputy Director

California Energy Resources Scheduling
Department of Water Resources

1416 Ninth Street

Sacramento, California 95814

Dear Mr. Haines,

In your letter dated August 27, 2009, the California Department of Water Resources (CDWR) requested that
the Executive Director of the California Public Utilities Commission (CPUC or Commission) concur in COWR’s
determination that a change to CDWR’s contract with CalPeak Power will result in a change in ratepayer value
that results in ratepayer savings, not to exceed twenty-five million dollars ($25,000,000) per year, and therefore
is “not material” under the terms of Water Code Section 80110(c).

Proposed contract changes (i) address matters arising out of the implementation of the California Independent
System Operator’'s (CAISO) Market Redesign and Technology Upgrade (MRTU), which, under Water Code
Section 80110(c)(4), do not need to be presented to the CPUC and (ji) resolve disputes related to dedicated
hours and turbine bolt failures. With regard to the dedicated hour dispute, CDWR agrees to forgo a Capacity
Payment reduction and CalPeak Power agrees to forgo CAISO Reliability Must Run payments during 2010 and
2011. With regard to the turbine bolt failures dispute, COWR will grant CalPeak Power a one-time allowance of
additional scheduled maintenance outage days per facility specifically for repair of the turbine bolts.

Under the AB 3058 statutory provisions, a change to a CDWR contract does not need to be presented to the
full membership of the Commission if it is “not material” i.e., “if it is only administrative in nature or the change
in ratepayer value results in ratepayer savings, not to exceed twenty-five million dollars ($25,000,000) per
year.” (Water Code Section 80110(c)(5)(B).) In that case, only the concurrence of the CPUC's Executive
Director with the CDWR's determination is required. (Water Code Section 80110(c)(5)(B).)

In this case, | do concur in CDWR's determination that the proposed changes to the CalPeak Power contract
that are not exempt under Water Code Section 80110(c)(4) will result in a change in ratepayer value that
results in ratepayer savings, not to exceed twenty-five million dollars ($25,000,000) per year.

Sincerely,
M ApNC -

Paul Clanon
Executive Director
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CC:

CC.

ccC:

Julie Fitch

Energy Division Director

California Public Utilities Commission
505 Van Ness Avenue

San Francisco, California 94102

Mary Akens

Staff Counsel

Department of Water Resources
1416 Ninth Street

Sacramento, California 95814

Gwenn O'Hara

Stradling, Yocca, Carlson & Rauth
980 Ninth Street, Suite 1480
Sacramento, California 85814

Iryna Kwasny

Staff Counsel

Department of Water Resources
1416 Ninth Street

Sacramento, California 95814

John Pacheco

Energy Commodity Manager, CEA Il|
Department of Water Resources
1416 Ninth Street

Sacramento, California 95814

Jim Spence

Negotiations & Contract Management
Department of Water Resources
1416 Ninth Street

Sacramento, California 95814

Calpeak Power
7365 Mission Gorge Rd
San Diego, CA 92120

Marino Monardi

Director, Procurement Program Implementation
Pacific Gas and Electric Company

245 Market Street, Mail Code N13C

San Francisco, California 94105

Terrance Robertson

Manager, Long-Term Strategy
Pacific Gas and Electric Company
245 Market Street, Mail Code N13C
San Francisco, California 94105

Charles R. Middlekauff

Law Department

Pacific Gas and Electric Company
77 Beale Street, Mail Code B30A
San Francisco, California 94105



Carlos F. Pena

Senior Regulatory Counsel
Sempra Energy

101 Ash Street, HQ12

San Diego, CA 92101-3017

Mike McClenahan

Director — Procurement & Portfolio Design
San Diego Gas & Electric Company

8315 Century Park Court, CP21D

San Diego, CA 92123-1548






